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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE 2008-00436

PUBLIC SERVICE COMMISSION'S DATA REQUEST DATED 10/23/08

In response to the Public Service Commission's First Data Request, East Kentucky Power

Cooperative, Inc. (“EKPC”) submits its responses to the questions contained therein.



Steven L. Beshear David L. Armstrong

Gavernor Chalrman
Leonard K. Peters Commonwealth of Kentucky James Gardner
Secratary ) Public Service Commission Vice.Ghairman
Energy and Environment Cabinet 211 Sower Bivd

PO. Box 615 John W. Clay
Franidort, Kentucky 40602-0815 Commissioner

Telephone: (502) 564-3840

Fax: {502) 564-3460
psc.ky gov
Honorable Charles A Lile October 23, 2008

Senior Corporate Counsel

East Kentucky Power Cooperative, Inc
4775 Lexington Road

P Q. Box 707

Winchester, KY 40392-0707

RE: Case No. 2008-004356

Please see enclosed data request from Commission Staff in the above case.

If you need further assistance, please contact my staff at (502) 564-3940.

Sincerely,

Stephanie Stumbo
Executive Director
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

in the Matter of:

THE APPLICATION OF EAST KENTUCKY POWER
COOPERATIVE, INC. FOR AN ORDER APPROVING
ACCOUNTING PRACTICES TO ESTABLISH A
REGULATORY ASSET RELATED TO CERTAIN
REPLACEMENT POWER COSTS RESULTING FROM
GENERATION FORCED OUTAGES

CASE NO.
2008-00436

FIRST DATA REQUEST OF COMMISSION STAFF
TO EAST KENTUCKY POWER COOPERATIVE, INGC.

East Kentucky Power Cooperative, Inc. ("East Kentucky”), pursuant io 807 KAR
5:001, is to file with the Commission the original and 7 copies of the following
information, with a copy fo all parties of record. The information requested herein is due
no later than Qctober 31, 2008, Responses to requests for information shall be
appropriately bound, tabbed and indexed. Each response shall include the name of the
witness responsible for responding to the questions related to the information provided.

Each response shall be answered under oath or, for representatives of a public
or private corporation or a partnership or association or a governmental agency, be
accompanied by a signed certification of the preparer or the person super\)ising the
preparation of the response on behalf of the entity that the response is true and
accurate to the best of that person's knowledge, information, and belief formed after a
reasonable inquiry.

East Kentucky shall make timely amendment to any prior responses if it obtains

information which indicates that the response was incorrect when made or, though



correct when made, is now incorrect in any material respect. For any request to which
East Kentucky fails or refuses to furnish all or part of the requested information, it shall
provide a written explanation of the specific grounds for its failure to completely and
precisely respond.

Carefu! atitention shall be given to copied material to ensure that it is legible,
When the requested information has been previously provided in this proceeding in the
requested format, reference may be made to the specific location of that information in
responding o this request. When applicable, the requested information shail be
separately provided for total company operations and jurisdictional operations.

1. Paragraph 4 of East Kentucky's application states that the accounting
treatment for which it is seeking approval relates to the costs of replacement power and
energy purchases and the fuel costs of replacement generation related to the forced
outages experienced at its generating plants in 2008 Provide a breakdown of the
unrecovered forced outage costs, through August of 2008, of $11,864,111 shown on
Exhibit AFW-1 between power purchased and replacement generation. If applicable,
show purchased power broken down further into demand costs and energy costs.

2. Refer to Paragraph 5 of East Kentucky's application and the answer
heginning at line 21 on page 3 of the Direct Testimony of Ann F. Wood ("Wood
Testimony”). The last sentence in Paragraph 5 refers to the high level of East
Kentucky's replacement power costs during calendar year 2008, while the answer in the
Wood Testimony indicates that East Kentucky's forced outage replacement power costs

in 2008 are not unusually high. Provide a recongiliation of these contradictions.
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3. Paragraph 14 of the application contains East Kentucky’s request for
expedited treatment ciling its “. . . need to address its potential shortfall in net margins
before the end of the calendar year 2008 . . . ." Based on its various accounting and
reporting requirements, what is the latest possible date that East Kentucky can receive
a Commission decision and record the proposed regulatory asset on its books for
calendar year 20087

4, in the same form as used in Exhibit AFW-1 {fo show the detail of East
Kentucky's 2008 forced outages, provide the detail of its forced outages for each of the
years 2005, 2008, and 2007.

5. Refer to the question and answer beginning at line 19 on page 4 of the
Wood Testimony, which refers to the Commission’s approval, in Case No. 2006-00472,'
of a three-year amortization of the $20.5 million cost of a nearly four-month forced
outage at East Kentucky's Spurlock No. 1 generating unit ("Spurlock Unit 17) in 2004,
Given that the Wood Testimony (page 2, line 23 to page 3, line 2} and the Direct
Testimony of Craig E. Johnson (“Johnson Testimony") at page 2, lines 19-20, indicate
that East Kentucky's forced outage rates and forced outage replacement power costs
are not unusually high, explain why Commission approval of recovery of the cost of the
2004 Spurlock Unit 1 forced outage, approval premised on “the magnitude of the
associated costs and extraordinary nature of the event,” is relevant to East Kentucky's
current request.

6. Refer to the discussion of East Kentucky's Times Interest Earned Ratio

(“TIER") and Debt Service Cover Ratio ("DSC") on pages 5 ~ 7 of the Wood Testimony.

' Case No. 2006-00472, General Adjustment of Electric Rates of East Kentucky
Power Cooperative, Inc.
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a. Provide East Kentucky's achieved TIERs and DSCs for calendar
years 2006 and 2007, include the calculations.

b. The testimony emphasizes East Kentucky's need to meet its DSC
requirement. Provide the TIER requiremeni(s) included in East Kentucky's Credit
Facility Agreement and Rural Utilities Service Mortgage and the TIER it needs to
achieve in 2008 to meet its requirement(s).

7. Refer to Exhibit AFW-2, page 2 of 2.

a. Explain in detail what the TIER and DSC levels under the heading
“Average of Best 2 of 3" represent.

b. Provide the calculations of the TIER and DSC levels shown under
the heading "Average of Best 2 of 3."

8. Refer to the discussion on pages 4-5 of the Johnson Testimony
concerning forced outages caused by a tube leak.

a. The discussion appears to indicate that such an outage at a
circulating fluidized bed ("CFB") unit will require, at minimum, 7 to 8 days for cool-down,
cleanup and start-up. The detall in Exhibit AFW-1 shows that the Gilbert outage that
began on June 24, 2008 lasted a total of 17 days. Describe in detail the work or activity
on the part of East Kentucky that required an outage of this length.

b. Other than their length, describe how the two tube leak outages
shown on Exhibit AFW-1 for Spurlock Units 1 and 2 compare to the 17-day outage at

the Gilbert unit.

-4- Case No. 2008-00436



9. The Johnson Testimony focuses on an outage at a CFB unit, such as East
Kentucky's Gilbert unit. Provide Gilbert's position in East Kentucky's dispaich order.
Also include the stacking order of all East Kentucky base load generating units.

10. Refer to page 7 of the Johnson Testimony. Provide the planned date and
length of the maintenance cutage scheduled for the Gilbert unit during the fall of 2008.

1. The guestion and answer beginning at line 13 on page 7 of the Johnson
Testimony indicate that the weld defect which caused the 17-day outage at the Gilbert
unit was the result of a field installation problem rather than a design flaw. That being
the case, explain whether East Kenfucky has grounds for seeking reimbursement for

any of the costs of that specific outage from either the manufacturer or the installer.

Siephanie Stumbo
xecutive Directon
ublic Service Commission
P.O. Box 615

Frankfort, Ky 40602

DATED oOctober 23, 2008

cc.  All parties

Case No. 2008-00436



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:
THE APPLICATION OF EAST KENTUCKY )
POWER COOPERATIVE, INC. FOR AN ORDER )
APPROVING ACCOUNTING PRACTICES TO ) CASE NO.
ESTABLISH A REGULATORY ASSET RELATED ) 2008-00436
TO CERTAIN REPLACEMENT POWER COSTS )
RESULTING FROM GENERATION FORCED )
OUTAGES )

CERTIFICATE

STATE OF KENTUCKY )

)
COUNTY OF CLARK )

Ann F. Wood being duly sworn, states that she has supervised the preparation of
the responses of East Kentucky Power Cooperative, Inc. to the Public Service
Commission Staff Data Request in the above-referenced case dated October 23, 2008,
and that the matters and things set forth therein are true and accurate to the best of her

knowledge, information and belief, formed after reasonable inquiry.

Oon ) ol

Subscribed and sworn before me on this 30% day of October, 2008.

-~

Notary %gﬁic % %

My Commiission expires: g 19 ggﬂ&& 3 Ao0Y



COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE APPLICATION OF EAST KENTUCKY )

POWER COOPERATIVE, INC. FOR AN ORDER )

APPROVING ACCOUNTING PRACTICES TO ) CASE NO.
ESTABLISH A REGULATORY ASSET RELATED ) 2008-00436
TO CERTAIN REPLACEMENT POWER COSTS )

RESULTING FROM GENERATION FORCED }

OUTAGES )

CERTIFICATE

STATE OF KENTUCKY )

)
COUNTY OF CLARK )

Frank J. Oliva being duly sworn, states that he has supervised the preparation of
the responses of East Kentucky Power Cooperative, Inc. to the Public Service
Commission Staff Data Request in the above-referenced case dated October 23, 2008,
and that the matters and things set forth therein are true and accurate to the best of his

knowledge, information and belief, formed after reasonable inquiry.

JM// (s

Subscribed and sworn before me on this 30 ciay of October, 2008,

Notary Publis

My Commission expires: M}-@- % 009




COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE APPLICATION OF EAST KENTUCKY )

POWER COOPERATIVE, INC. FOR AN ORDER )

APPROVING ACCOUNTING PRACTICES TO ) CASE NO.
ESTABLISH A REGULATORY ASSET RELATED ) 2008-00436
TO CERTAIN REPLACEMENT POWER COSTS )

RESULTING FROM GENERATION FORCED )

OUTAGES )

CERTIFICATE

STATE OF KENTUCKY )

)
COUNTY OF CLARK )

Craig A. Johnson being duly sworn, states that he has supervised the preparation
of the responses of East Kentucky Power Cooperative, Inc. to the Public Service
Commission Staff Data Request in the above-referenced case dated October 23, 2008,
and that the matters and things set forth therein are true and accurate to the best of his

knowledge, information and belief, formed after reasonable inquiry.

o ALY
/ /

Subscribed and swormn before me on this 30& day of October, 2008.

My Commission expires: @gg - Qb&é R. 2009






PSC Request 1
Page 1 of 3

EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00436
INFORMATION REQUEST RESPONSE

PUBLIC SERVICE COMMISSION STAFF FIRST DATA REQUEST DATED
OCTOBER 23, 2008

REQUEST 1

RESPONSIBLE PERSON: Ann F. Wood

COMPANY: East Kentucky Power Cooperative, Inc.
Request 1. Paragraph 4 of East Kentucky’s application states that the

accounting treatment for which it is seeking approval relates to the costs of replacement
power and energy purchases and the fuel costs of replacement generation related to the
forced outages experienced at its generating plants in 2008. Provide a breakdown of the
unrecovered forced outage costs, through August of 2008, of $11,864,111 shown on
Exhibit AFW-1 between power purchased and replacement generation. If applicable,

show purchased power broken down further into demand costs and energy costs.

Response 1. Provided on pages 2 and 3 of this response is a breakdown of the
replacement power costs, through August 2008, between replacement purchased power
and replacement generation. There are no demand costs associated with the purchase of

replacement power,
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PSC Request 2
Page 1 of 1

EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00436
INFORMATION REQUEST RESPONSE

PUBLIC SERVICE COMMISSION STAFF FIRST DATA REQUEST DATED
OCTOBER 23, 2008

REQUEST 2

RESPONSIBLE PERSON: Ann F. Wood

COMPANY: East Kentucky Power Cooperative, Inc.
Request 2. Refer to Paragraph 5 of East Kentucky’s application and the

answer beginning at hne 21 on page 3 of the Direct Testimony of Ann F. Wood (*Wood
Testimony™). The last sentence in Paragraph 5 refers to the high level of East Kentucky’s
replacement power costs during calendar year 2008, while the answer in the Wood
Testimony indicates that East Kentucky’s forced outage replacement power costs in 2008

are not unusually high. Provide a reconciliation of these contradictions.

Response 2. East Kentucky considers the amount of unrecoverable forced
outage replacement power costs in 2008 to be high, in that they are a threat to its ability
to meet loan covenants in a year with low net margins, as stated in Paragraph 5 of the
Application. However, as indicated in testimony, those 2008 costs are not unusually high,
in that they do not result from an abnormally high system generation outage rate or a
higher than normal market price for replacement power. Unfortunately, these costs reflect
what have become fairly typical operating circumstances for East Kentucky, and its

current financial condition does not allow it to absorb such a high level of expenses in

2008.






PSC Request 3
Page 1 of 1

EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00436
INFORMATION REQUEST RESPONSE

PUBLIC SERVICE COMMISSION STAFF FIRST DATA REQUEST DATED
OCTOBER 23, 2008

REQUEST 3

RESPONSIBLE PERSON: Ann F. Wood

COMPANY: East Kentucky Power Cooperative, Inc.
Request 3. Paragraph 14 of the application contains East Kentucky’s request
for expedited treatment citing its *“. . . . need to address its potential shortfall in net
margins before the end of the calendar year 2008 . . . . Based on its various accounting

and reporting requirements, what is the latest possible date that East Kentucky can
receive a Commission decision and record the proposed regulatory asset on its books for

calendar year 20087

Response 3. In order to meet the various accounting and reporting requirements
associated with recording the proposed regulatory asset, East Kentucky requests a

Commission decision on this matter no later than December 17, 2008.






PSC Request 4
Page 1 of 7

EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00436
INFORMATION REQUEST RESPONSE

PUBLIC SERVICE COMMISSION STAFF FIRST DATA REQUEST DATED
OCTOBER 23, 2008

REQUEST 4

RESPONSIBLE PERSON: Ann F. Wood

COMPANY: East Kentucky Power Cooperative, Inc.
Request 4. In the same form as used in Exhibit AFW-1 to show the detail of

East Kentucky’s 2008 forced outages, provide the detail of its forced outages for each of
the years 2005, 2006, and 2007.

Response 4. Detail of EKPC’s forced outages for each of the years 2005, 2006,
and 2007, in the same form as used in Exhibit AFW-1, is included on pages 2 through 7

of this response.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00436
INFORMATION REQUEST RESPONSE

PUBLIC SERVICE COMMISSION STAFF FIRST DATA REQUEST DATED
OCTOBER 23, 2008

REQUEST 5

RESPONSIBLE PERSON: Ann F. Wood

COMPANY: East Kentucky Power Cooperative, Inc.

Request 5, Refer to the question and answer beginning at line 19 on page 4 of

the Wood Testimony, which refers to the Commission’s approval, in Case No. 2006-
00472, of a three-year amortization of the $20.5 million cost of a nearly four-month
forced outage at East Kentucky’s Spurlock No. 1 generating unit (“Spurlock Unit 17) in
2004. Given that the Wood Testimony (page 2, line 23 to page 3, line 2) and the Direct
Testimony of Craig E. Johnson (“Johnson Testimony”} at page 2, lines 19-20, indicate
that East Kentucky’s forced outage rates and forced outage replacement power costs are
not unusually high, explain why Commission approval of recovery of the cost of the 2004
Spurlock Unit 1 forced outage, approval premised on “the magnitude of the associated
costs and extraordinary nature of the event,” is relevant to East Kentucky’s current

request.

Response S, The reference to the Commission’s approval of the recovery of
forced outage costs for the 2004 Spurlock 1 outage, in PSC Case No. 2006-00472, was
intended to identify a prior action by the Commission to allow such recovery of forced
outage costs, not as an effort to equate the 2004 outage to 2008 forced outage costs. East
Kentucky agrees that the 2004 Spurlock Unit 1 forced outage was extraordinary, due to

the length of time the unit was off-line.
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However, as a result of East Kentucky’s current financial condition, even a normal level
of unrecoverable forced outage replacement power cost leaves the Company vulnerable
to not meeting its debt covenants. As noted in testimony, a failure to meet those
covenants and the resulting request for a waiver from lenders is expensive, and repeated
requests for waivers negatively impact foture financing. As more fully discussed in the
testimony of Mr. Jonathon Andrew Don in Case No. 2008-00409, if East Kentucky were
to try to secure replacement financing for its Credit Facility in today’s unstable credit
market, the Company would have to pay a credit spread of 300 basis points above the
London Interbank Offered Rate (“LIBOR”), plus an additional closing fee of 2%. Itis
also possible that East Kentucky may not be able to secure replacement financing. To
summarize, while 2008 forced outage costs are not comparable to the 2004 event, they
represent a clear threat to EKPC finances. While 2008 forced outages may not represent
extraordinary events, the “magnitude of the associated costs” of the forced outages

represents a comparable risk, considering East Kentucky’s unstable financial footing.

! Case No. 2006-00472, General Adjustment of Electric Rates of Fast Kentucky Power Cooperative, Inc
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00436
INFORMATION REQUEST RESPONSE

PUBLIC SERVICE COMMISSION STAFF FIRST DATA REQUEST DATED
OCTOBER 23, 2008

REQUEST 6

RESPONSIBLE PERSON: Frank J. Oliva

COMPANY: East Kentucky Power Cooperative, Inc.
Request 6. Refer to the discussion of East Kentucky’s Times Interest Earned
Ratio (“TIER™) and Debt Service Cover Ratio (“DSC”) on pages 5-7 of the Wood
Testimony.

Request 6a. Provide East Kentucky’s achieved TIERs and DSCs for calendar

years 2006 and 2007. Include the calculations.

Response 6a. See Page 4 of 4.
Request 6b. The testimony emphasizes East Kentucky’s need to meet its DSC

requirement. Provide the TIER requirement(s) included in East Kentucky’s Credit
Facility Agreement and Rural Utilities Service Mortgage and the TIER it needs to

achieve in 2008 to meet its requirement(s).

Response 6b. As stated in Ms. Wood’s testimony, East Kentucky needs to earn a
net margin of at least $22 million for 2008, in order to stay in compliance with its debt
covenants. A net margin of $22 million is projected to produce a DSC ratio of
approximately 1.024 and a TIER of approximately 1.166. These are the minimums
required by EKPC for the year 2008.



PSC Request 6
Page 2 of 4

Following are the TIER and DSC requirements contained in EKP(C’s financing

agreements:

*  Restated and Consolidated Mortgage and Security Agreement (“Mortgage
Agreement”) with the Rural Utilities Service (“RUS”) and National Rural Utilities

Cooperative Finance Corporation (“CFC”):

(2) Debt Service Coverage Ratio (*DSC”). EKPC will not permit, as of the

last day of any calendar year, the average Debt Service Coverage Ratio during the two
best years out of the three calendar years then ended to be less than 1.00 to 1. DSC is
defined as the total of Net Margins, Interest on Long-Term Debt, and Depreciation and
Amortization Expense divided by the amount equal to the sum of all payments of

principal and interest on Long-Term Debt.

(b) Times Interest Earned Ratio (“TIER™). EKPC will not permit, as of the last

day of any calendar year, the average Times Interest Earned Ratio during the two best
years out of the three calendar years then ended to be less that 1.05 to 1. TIER is defined
as the sum of Net Margins and Interest on Long-Term Debt divided by Interest on Long-
Term Debt.

» $650 Million Unsecured Credit Agreement with 16 Financial Institutions

(“Credit Agreement™):

(a) Debt Service Coverage Ratio (“DSC”). Same as Mortgage Agreement,

except the definition of Net Margins has been modified (1) to add back the actual
extraordinary non-cash charges recorded in caiendar year 2005 associated with the
alleged violations of the Clean Air Act with respect to the Dale Generating Station and
(2) to deduct in 2007 any future payment obligations made in 2007 on account of such

alleged violations in accordance with Generally Accepted Accounting Principles.
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(b) Times Interest Earned Ratio (““TIER”). Same as Mortgage Agreement,

except the definition of Net Margins has been modified (1) to add back the actual
extraordinary non-cash charges recorded in calendar year 2005 associated with the
alleged violations of the Clean Air Act with respect to the Dale Generating Station and
(2) to deduct in 2007 any future payment obligations made in 2007 on account of such

alleged violations in accordance with Generally Accepted Accounting Principles.
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East Kentucky Power Cooperative, Inc.
TIER & DSC Calculations for years 2006 and 2007
For 2006: Mortgage Asreement and Credit Apreement
IIER
(a) Net Margins 11,173,989
(b) Interest on Long Term Debt 84,634,106
TIER = (a)+ (b)/ (b)= 05,808,095 / 84,634,106 = 1.132
DSC
(a) Depreciation 39,384,187
{b) Interest on L-T Debt 84,634,106
{c) Margins 11,173,989
(<) Interest + Principal 138,141,727
DSC = (a) + (b) + (¢) / {d) = 0.979
For 2007: Mortgage Agreement
TIER
{a) Net Margins 41,920 486
(b} Interest on Long Term Debt 102,943,597
TIER = (a) + {1}/ (b) = 144,864,083 / 102,043,597 = 1407
DSC
(a} Depreciation 40,562,780
(b) Interest on LT Debt 102,943,597
(c) Margins 41,920,486
{d) Interest + Principat 160,863,802
PDEC=()+ b)Y+ {c)/(d)= 1.153
For 2007: Credit Agreement
IIER
(a) Net Margins 8,792,160
(b) Interest on Long Term Debt 102,943,507
TIER = (a)+ () / (b)Y = F11,735,757 ¢/ 102,943,597 = 1.085
DSC
{a) Depreciation 40,562,780
{b) Interest on L-T Debt 102,943,597
{c) Margins 8,792,160
{<}) Interest + Principal 166,863,802

PSC=@)+ b)Y+ () /(d)= 0.947
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00436
INFORMATION REQUEST RESPONSE

PUBLIC SERVICE COMMISSION STAFF FIRST DATA REQUEST DATED
OCTOBER 23, 2008

REQUEST 7

RESPONSIBLE PERSON: Frank J. Oliva

COMPANY: East Kentucky Power Cooperative, Inc.

Request 7. Refer to Exhibit AFW-2, page 2 of 2.

Request 7a. Explain in detail what the TIER and DSC levels under the heading

“Average of Best 2 of 3” represent.

Response 7a. The reference to “Average of Best 2 of 3” refers to the Mortgage
Agreement and Credit Agreement provisions that require East Kentucky to meet certain
TIER and DSC ratios for the two best years out of the three calendar years then ended.
The 2 highest ratios from the previous 3 years are averaged to arrive at the figures shown

under the heading “Average of Best 2 of 3”.

Request 7b. Provide the calculations of the TIER and DSC levels shown under
the heading “Average of Best 2 of 3.

Response 7b., See Page 2 of 2.
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Calculations of TIER and DSC Levels Shown Under the Heading "Average of Best 2 of 3"

TIER

2006: Mortgage Agreement

2007: Morigage Agreement

2008: Mortgage Agreement (Projected)
Averape of Best 2 of 3 Years

2006: Credit Agreement

2007: Credit Agreement

2008: Credit Agreement (Projected)
Average of Best 2 of 3 Years

SC
2006: Mortgage Apreement
2007 Martgage Agreemert
2008: Mortgage Agreement (Projected)
Average of Best 2 of 3 Years

2006: Credit Agreement

2007: Credit Agreement

2008: Credit Agreement (Projected)
Average of Best 2 of 3 Years

Annual
Ratios

1.132
1407
1153

1132
1.085
1.153

0979
1153
(.994

1979
0.547
0994

e
e

1.280

=

1.142
T —

4 &

1.073

(.986

Highest 2
Years

1.407
1,153

1.132

1.153

1.153
0.994

0979

0.994
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00436
INFORMATION REQUEST RESPONSE

PUBLIC SERVICE COMMISSION STAFF FIRST DATA REQUEST DATED
OCTOBER 23, 2008

REQUEST 8

RESPONSIBLE PERSON: Craig A. Johnson

COMPANY: East Kentucky Power Cooperative, Inc.
Request 8. Refer to the discussion on pages 4-5 of the Johnson Testimony

concerning forced outages caused by a tube leak.

Reguest 8a, The discussion appears to indicate that such an outage at a
circulating fluidized bed (“CFB”) unit will require, at minimum, 7 to 8 days for cool-
down, cleanup and start-up. The detail in Exhibit AFW-1 shows that the Gilbert outage
that began on June 24, 2008 lasted a total of 17 days. Describe in detail the work or

activity on the part of East Kentucky that required an outage of this length.

Response 8a. The tube leak occurred in one of the fluid bed heat exchanger
boxes containing the finishing superheat. The design of the fluid bed heat exchanger
makes it difficult to repair tube leaks due to the spacing of the tubes and physical space
limitations in the FBHE box. Included in the table below is a breakdown of the schedule

of activities required to repair the tube leak and the associated damage.
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Activity Duration Description of Activities
Cool down 3 days No work inside of the
FBHE could be performed
Clean Up & Inspection 2 days The remaining ash inside

the FBHE was removed. A
damage assessment was
made.

Repair 10 days A repair plan was initiated.
An outside contractor was
hired to work 24-7 to make
the repairs. The top of the
box had to be cut off to
access the tubes. The
damaged tubes were
removed and replaced.
There were approximately
50 weld repairs made. The
top of the box was
reattached.

Startup 2 days Ash for startup was re-
introduced into the boiler.
Fuel oil was used to start
the process then coal was
introduced slowly until the
fluidized bed was re-
established.

Request 8b. Other that their length, describe how the two tube leak outages
shown on Exhibit AFW-1 for Spurlock Units 1 and 2 compare to the 17-day outage at the
Gilbert Unit.

Response 8b. The tube leaks that occurred on Units 1 and 2 happened in areas
that were more accessible. These tube leaks did not cause secondary damage like the
Gilbert FBHE tube leak. Therefore, in each case with the Spurlock units, only the tube

that failed required repair.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00436
INFORMATION REQUEST RESPONSE

PUBLIC SERVICE COMMISSION STAFF FIRST DATA REQUEST DATED
OCTOBER 23, 2008

REQUEST 9

RESPONSIBLE PERSON: Craig A. Johnson

COMPANY: East Kentucky Power Cooperative, Inc.
Request 9. The Johnson Testimony focuses on an outage at a CFB unit, such

as East Kentucky’s Gilbert unit. Provide Gilbert’s position in East Kentucky’s dispatch

order. Also include the stacking order of all East Kentucky base load generating units.

Response 9. On an incremental cost basis and using replacement fuel prices,
Gilbert 3 is the least cost unit in the East Kentucky fleet. The fleet is dispatched
according to heat rate curves, fuel costs, emissions, and vaniable operating and
maintenance costs. Currently, the order (least cost first) of dispatch is Gilbert 3, Spurlock
2, Spurlock 1, Cooper 2, Cooper 1, Dale 3, Dale 4, Dale 2, and Daie 1.
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EAST KENTUCKY POWER COOPERATIVE, INC.
PSC CASE NO. 2008-00436
INFORMATION REQUEST RESPONSE

PUBLIC SERVICE COMMISSION STAFF FIRST DATA REQUEST DATED

OCTOBER 23, 2008

REQUEST 10

RESPONSIBLE PERSON: Craig A. Johnson

COMPANY: East Kentucky Power Cooperative, Inc.
Request 10, Refer to page 7 of the Johnson Testimony. Provide the planned

date and length of the maintenance outage scheduled for the Gilbert unit during the fall of

2008.

Response 10. The planned outage for Gilbert began on October the 17" and

should last approximately 4 weeks.
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EAST KENTUCKY POWER COOPERATIVE, INC,
PSC CASE NO. 2008-00436
INFORMATION REQUEST RESPONSE

PUBLIC SERVICE COMMISSION STAFF FIRST DATA REQUEST DATED

OCTOBER 23, 2008

REQUEST 11

RESPONSIBLE PERSON: Craig A. Johnson

COMPANY: East Kentucky Power Cooperative, Inc.
Request 11, The question and answer beginning at line 13 on page 7 of the

Johnson Testimony indicate that the weld defect, which caused the 17-day outage at the
Gilbert unit, was the result of a field installation problem rather than a design flaw. That
being the case, explain whether East Kentucky has grounds for seeking reimbursement

for any of the costs of that specific outage from either the manufacturer or the installer.

Response 11. The weld in question was fabricated in June of 2006. While the
contractual warranty for this fabrication is, “one year afier performance acceptance or
eighteen (18) months after completion of construction, whichever occurs first.” East
Kentucky has had discussions concerning reimbursement of the repair cost with the
original equipment supplier, Alstom, which also had the responsibility for the

fabrication. East Kentucky will continue to address this issue with Alstom based upon its
contractual and common law duties and the long-term business relationship with that
entity. 1t is unknown at this time whether the cost of the repair will be reimbursed by
Alstom. If East Kentucky receives reimbursement from Alstom, such reimbursement

would be applied (credited) against the regulatory asset.



